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CHILD NUTRITION PROGRAM
OPERATIONS STUDY
SECOND YEAR REPORT

EXECUTIVE SUMMARY

STUDY BACKGROUND

Under contract to the Food and Nutrition Service (FNS) of the
U.S. Department of Agriculture, Abt Associates Inc. (AAI) of
Cambridge, MA is conducting a multi-year study of the Child
Nutrition Programs. This report presents findings from the
second year of the study.

THE CHILD NUTRITION PROGRAMS

The school-based Child Nutrition programs operate in every State
in the Nation. They include the National School Lunch Program
(NSLP), the School Breakfast Program (SBP), the Food Donation
Program (FDP), the Special Milk Program (SMP), and the Nutrition
Education and Training Program (NET). State Administrative
Expense (SAE) funding is provided for the NSLP, SBP, and SMP as
well as for the Child and Adult Care Food Program (CACFP).

Administered by FNS, these programs represent an annual
investment of over $4 billion of Federal funds to establish,
maintain, and operate non-profit school lunch and breakfast
programs for the benefit of the Nation's school children.

PURPOSE OF THE STUDY

To manage the Child Nutrition programs effectively, FNS collects
and analyzes information from annual State-level management
reports. However, Dbecause these State-level reports vary
considerably in both format and content, FNS is unable to rely
on this source for all of its ongoing information needs. FNS
also has many one-time information needs to address current
policy issues,

Consequently, FNS contracted with AAI to collect information
from School Food Authorities (SFAs) through annual surveys to
obtain information on 1issues that are of 1interest to FNS,
Compared with the alternative of conducting several special-
purpose studies, the implementation of an ongoing data
collection capability reduces FNS' information collection costs,
lessens overall respondent burden, and reduces the length of
time required to obtain the needed data.



RESEARCH APPROACH

The Child Nutrition Program Operations Study is designed to
collect data from States and participating SFAs through annual
telephone surveys during School Years (SY) 1988-89, 1989-90, and
1990~91 and through on-site visits during SY 1989-90 and 1991-
92. The specific information needs for each data collection
effort are defined by FNS staff, The surveys provide a
"snapshot" of administrative structure and, for selected
research items that are included in all three of the annual
surveys, an assessment of year-to-year changes in program
operations.,

Data collected in the annual SFA surveys are used to produce
national estimates as well as estimates for the following
subgroups of SFAs:

* public SFAs,

e private SFAs,

* SFAs that participate in both the NSLP and SBP,

e SFAs that participate only in the NSLP,

* SFAs that serve 60 percent or more lunches free or at a
reduced-price (these SFAs are eligible to receive an extra
two cents reimbursement for each meal served in the NSLP) and

e SFAs that serve 59 percent or fewer lunches free or at a
reduced-price.

In Year Two of the study, the telephone survey of SFA managers
yielded 1,359 completed interviews for a 78 percent response
rate. Potential nonresponse bias was counteracted by weighting
the responding sample to make the number of lunches served
nationally match FNS' known universe counts for all SFAs and
separately for SFAs that serve over and under 60 percent free or
reduced-price lunches. Most of the findings from the second
year survey are referenced to SY 1989-90. However, some of the
findings rely on end-of-year data, and hence reference the
previous year (SY 1988-89).

The second year of the study also included on-site meal
observations conducted in 20 SFAs for the purpose of collecting
information on meals offered to, selected by and consumed by
students participating in the NSLP and SBP. The 20 SFAs were
purposively selected--10 were considered to have exemplary food
service programs and 10 were considered to be typical (non-
exemplary) SFAs.l/ Typical SFAs were selected to roughly match

1/The 10 exemplary SFAs were selected from a pool of
approximately 70 SFAs that were nominated by FNS headquarters
and regional office staff, the American School Food Service
Association and State Child Nutrition Program Directors. All
nominated '"exemplary'" SFAs had initiated steps to reduce the
level of fat, cholesterol and/or sodium in school meals.



exemplary SFAs in terms of percentage of meals served free or at
a reduced price, total enrollment, region, and kitchen
configuration.

Three representative schools within each of the 20 SFAs (two
elementary schools and one middle/secondary school) were
included in the on-site meal observations, for a total of 60
schools. In each school, meal service was observed for five
consecutive days and detailed data were collected on meals
offered (meals that were made available to children on the day
of observation), meals selected (actual food selections were
observed for approximately 60 children at each meal), and meals
consumed (at each meal, plate waste was observed for 12 of the
60 selected children).

FINDINGS

The major findings for the second year of the study are grouped
into the following areas: participation in the NSLP and SBP,
meal prices and meal costs, Food Donation Program operations,
Child Nutrition labeling, technical assistance, and food and
nutrient composition of NSLP and SBP meals.

PARTICIPATION IN THE NSLP AND SBP

FNS has an ongoing interest 1in measuring and understanding
participation in the Child Nutrition Programs because Federal
subsidies are tied to the number of meals actually served. This
study acquired data on the number of meals served in each year
in the NSLP and SBP during SY 1987-88 (Year One Survey) and SY
1988-89 (Year Two Survey) and used these data to compute
National estimates of the number of meals served as well as
student-level participation rates. The study also evaluated
year-to-year changes.

Estimated NSLP Participation. An estimated 4.0 billion lunches
were served to school children in both SY 1987-88 and SY 1988-
89. In each year, almost all of the lunches (about 98 percent)
were served in public schools. The proportion of lunches served
in SFAs that participate in the SBP increased significantly from
SY 1987-88 (59.2 percent) to SY 1988-89 (67.4 percent) (see
Exhibit 1). This is consistent with the trend indicated by FNS
statistics, which shows that the SBP has been made available to
increasing numbers of children over the past four years., In SY
1984-85, the SBP was available to 32.8 percent of all U.S.
school childreny in SY 1985-86, 34.7 percent; in 1986-87, 35.8
percent; in 1987-88, 38.3 percent; and in 1988-89, 40.8
percent.l/

1/Annual Historical Review of FNS Programs: Fiscal Year 1989,
USDA, Food and Nutrition Service, 1990.




Exhibit 1

Proportion of NSLP Lunches Served
in SFAs That Do and Do Not Participate

in the SBP
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Exhibit 2 shows the proportion of lunches served to children who
qualified for free, reduced-price, and paid meals in SY 1988-
89. These data are virtually identical to data for SY 1987-
88. In each year, approximately 40 percent of all lunches were
served free of charge to children from low-income families,
about 7 percent were served at a reduced price, and about 53
percent were served to children who paid full price for their
lunch. In both years, the distribution of NSLP meals by
eligibility category varies by type of SFA. Public SFAs, SFAs
that participate in both the NSLP and SBP, large SFAs, and SFAs
that serve 60 percent or more free or reduced-price lunches are
significantly more likely to serve free meals, Conversely,
private SFAs, SFAs that do not participate in the SBP, small and
medium~-sized SFAs and SFAs that serve fewer than 60 percent free
or reduced-price lunches serve a higher proportion of paid
meals--over 60 percent of the lunches served in these SFAs were
paid meals.

Estimated SBP Participation. An estimated 604 million school
breakfasts were served to school children in SY 1987-88 and
about 623 million breakfasts were served in SY 1988-89. The
difference between the two years 1is not statistically
significant., The percentage of breakfasts served in public vs,.
private SFAs and in SFAs of varying sizes was quite consistent
across the two years. In each year, over 98 percent of all
breakfasts were served in public SFAs, and about 75 percent were
served in large SFAs.

Exhibit 3 shows the proportion of breakfasts served to children
who qualified for free, reduced-price and paid meals in SY 1988-
89. The pattern is quite comparable to that seen in SY 1987-88
--in both years, approximately 80 percent of all breakfasts were
served free or at a reduced price.

There are several indicators that show growth in the SBP over
the past few years. Data from this study show that the
estimated number of SFAs offering the SBP increased from 3,867
in SY 1987-88 (26.9 percent of all SFAs) to 4,274 in SY 1988-89
(33.3 percent of all SFAs), and that the proportion of lunches
served in schools that participate in the SBP increased from
59.2 percent in SY 1987-88 to 67.4 percent in SY 1988-89. This
increase in the number of SFAs offering the SBP has been
accompanied by an increase in the number of schools offering the
SBP within the average SFA: 6.9 schools per SFA offered the SBP
in SY 1987-88 and 7.0 schools per SFA offered the SBP in SY
1988-89. Also, as noted earlier, data from FNS indicate that
the SBP was made available to an increasing proportion of school
children in each of the school years from 1984-85 (32.8 percent
of all school children had the SBP available) through 1988-89
(40.4 percent).



Paid Breakfasts 15.4% (96 million)
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Clearly, the number of SFAs offering the SBP 1is growing.
However, with only two years worth of data from the present
study, it is not possible to draw definitive conclusions about
the pattern of SBP growth for subgroups of SFAs. Hence, this
issue will be addressed in more detail in the third report from
this study.

NSLP Student Participation Rates. Student participation rates
are defined as the ratio of the number of meals served to
eligible students during the year to the number of meals that
would have been provided if all eligible students had received
all the meals. Exhibit 4 shows that overall student
participation in the NSLP was estimated to be 60.2 percent for
SY 1988-89. That is, on an average day, 60.2 percent of the
students who had the NSLP available to them actually
participated in the program. This estimate is not significantly
different from the figure reported for the first year of the
Child Nutrition Program Operations Study (59.1 percent).
Moreover, it 1is very close to the participation rate of 59.4
percent which can be calculated from FNS' administrative
data.l/ It is somewhat 1less than the rate of 65.9 percent
reported by the National Evaluation of School Nutrition
Programs, but that rate failed to account for absenteeism.2/

Exhibit 4 also shows SY 1988-89 NSLP participation rates for
children in each income-eligibility category. Participation
rates did not differ significantly from SY 1987-88. In both
years, participation among children approved for free meals
approached 90 percent. Reduced-price participation rates were
somewhat lower at approximately 70 percent, and paid NSLP
participation was lower still at about 47 percent, This pattern
is consistent with findings from other studies.

In examining overall participation rates across types of SFAs,
significantly higher rates of student participation were found
in SFAs offering the SBP, small SFAs, and SFAs that serve 60
percent or more free or reduced-price lunches. In addition,
participation rates were significantly higher in elementary
schools than in middle/secondary schools. On an average school
day in both years of the study, over 70 percent of elementary
school students selected an NSLP meal, compared to 48 percent of
middle/secondary school students.

1/Annual Historical Review of FNS Programs: Fiscal Year 1989,
USDA, Food and Nutrition Service, 1990.

2/Wellisch, J.B. et al., The National Evaluation of School
Nutrition programs: Final Report. Santa Monica, CA: Systems
Development Corporation, 1983,




SBP Student Participation Rates. Exhibit 5 shows that the
overall student participation rate in the SBP was estimated to
be 20.6 percent for SY 1988-89, This figure is almost identical
to the estimate of 20.8 percent calculated for SY 1987-88. It
ig also quite close to the estimate of 20.1 percent derived from
FNS administrative data for SY 1988-89.1/ Exhibit 5 also shows
participation rates for SY 1988-89 by eligibility category. The
data were quite consistent across years, indicating that SBP
participation rates are highest for free meals (approximately 42
percent), and lowest for paid meals (about 5 percent).

MEAL PRICES AND MEAL COSTS

Previous research has shown that the price charged for an NSLP
meal 13 a primary determinant of student participation deci-
sions. This study acquired data on meal prices for SY 1988-89
(Year One Survey) and SY 1989-90 (Year Two Survey). The study
also examined the cost of producing an NSLP meal, as reported by
SFAs, and evaluated year-to-year changes in meal prices and
reported costs.

Meal Prices. The average price for a paid NSLP meal during SY
1989-90 was $.95 in elementary schools, $1.06 in secondary
schools (Exhibit 6), and was $1.00 across all schools. These
prices are not significantly different from those charged in SY
1988-89 which were only two to three cents lower. Prices
charged in SFAs that participate in the SBP and in SFAs that
serve 60 percent or more free or reduced-price lunches are
lower--in both elementary and middle/secondary schools--than
prices in other SFAs.

Reduced-price lunches averaged $.38 in both SY 1988-89 and SY
1989-90, with very little variation across types of SFAs or
across grade levels. In large part this 1s due to the
Federally-set ceiling of $.40 on the price of a reduced-price
lunch. The average price for an adult lunch in SY 1988-89 was
$1.55 in elementary schools and $1.60 in middle/secondary
schools. Adult prices were $1.59 and $1.63 in elementary and
middle/secondary schools, respectively, during SY 1989-90. The
year-to-year differences are not statistically significant.
Adults do pay higher prices in elementary schools in public
SFAs, and 1in middle/secondary schools in SFAs that do not
participate in the SBP.

The price charged for a paid SBP breakfast in SY 1989-90 was
$.50 in elementary schools and $.52 in middle/secondary schools
(Exhibit 7). SBP prices were lower in small SFAs than in large
SFAs and in SFAs that serve 60 percent or more free or reduced-
price lunches than in SFAs that serve less than 60 percent free

1/Annual Historical Review of FNS Programs: Fiscal Year 1989.
USDA, Food and Nutrition Service, 1990.
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Exhibit 7

SBP Meal Prices
(SY 1989 - 90)
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or reduced-price lunches. Prices in SY 1989-90 did not differ
significantly from SY 1988-89 prices, except for
middle/secondary schools in small SFAs, where the price for a
paid breakfast increased from $.39 to $.48, This serves to
bring the prices paid in small SFAs more in line with prices
paid in larger SFAs.

The average price of a reduced-price SBP breakfast was $.26 with
little variation across SFAs, grade levels or years of the
study. Adult breakfast prices were about $.75 in elementary
schools and $.82 in middle/secondary schools in both years of
the study.

Prices charged in some SFA subgroups did increase significantly
between SY 1988-89 and SY 1989-90. The average price for an
adult breakfast in elementary schools increased by $.10 in small
SFAs and $.07 in SFAs that serve 60 percent or more free or
reduced-price lunches., Middle/secondary school prices increased
by $.07 in medium-sized SFAs and $.06 in SFAs that serve 60
percent or more free or reduced-price lunches. Given the
magnitude and prevalence of the increases in adult breakfast
prices, it seems clear that SFAs are more likely to raise the
price of an adult breakfast than a student breakfast.

Reported Meal Costs. To determine the cost of producing an
average NSLP meal, this study converted breakfasts, adult meals,
and a la carte sales into NSLP lunch equivalents (LEQs). The
conversion was based on an econometric model of the joint
production process used to produce these various cafeteria
outputs.

Exhibit 8 shows that the average SFA incurred costs of $1.46 to
produce an LEQ in SY 1988-89.1/ This 1is not significantly
different than the SY 1987-88 figure of $1.43 per LEQ. Average
costs per LEQ were higher in large SFAs ($1.65) than in small
($1.28) or medium-sized ($1.60) SFAs.

If the LEQ is used as the unit of analysis, rather than the SFA,
the average cost of producing an LEQ in SY 1988-89 was §$1.67,
not significantly different from the cost of $1.62 in SY 1987-
88.2/ The fact that the cost of producing a meal is higher when
equal weight is given to each LEQ reflects the large number of
meals produced in large SFAs, where reported costs per lunch are
higher than in other SFAs.

1/Calculated as the average cost per LEQ across all SFAs in the
nation, i.e., the SFA is the unit of analysis. This analysis
gives equal weight to each SFA, regardless of size.

2/Calculated as the average cost per LEQ across all LEQs served
in the Nation, i.e., the LEQ is the unit of analysis. This
analysis gives equal weight to each LEQ, and since most LEQs are
produced in large SFAs, the results are dominated by the cost
incurred in large SFAs.



As one would expect, food and labor costs accounted for the vast
majority of reported costs (Exhibit 8). Based on costs incurred
by the average SFA, food costs, including the assigned value of
donated commodities, accounted for about one-half of reported
costs in both years, averaging $.68 per LEQ in SY 1987-88 and
$.73 per LEQ in SY 1988-89. Labor costs accounted for almost 40
percent of reported costs in both years ($.57 per LEQ). Neither
food costs nor labor costs changed significantly between Year
One and Year Two with the exception that food costs rose by $.06
per LEQ in medium-sized SFAs.

All other costs including supplies, contract services, capital
expenditures, indirect charges by the school district, and
storage and transportation, represented only about 12 percent of
SFA-reported costs ($.18 per LEQ in SY 1987-88 and $.16 per LEQ
in SY 1988-89.) Roughly the same distribution of costs is
observed when the LEQ is the unit of analysis.

USDA subsidies to SFAs for the NSLP and SBP include both cash
reimbursements and donated commodities. The reimbursement rate
per free lunch was $1.405 in SY 1987-88 and $1.4625 in SY 1988-
89. In addition, SFAs were eligible to receive $0.12 per NSLP
lunch in entitlement commodities during SY 1987-88 and $.1225
during SY 1988-89 and, subject to availability, all the bonus
commodities that could be used without waste (about $0.08 per
NSLP lunch). Therefore, the total USDA subsidy for free lunches
averaged $1.60 in SY 1987-88 ($1.405 + $0.12 + $0.08) and $1.66
in SY 1988-89 ($1.4625 + $0.1225 + $0.08). This is about the
same as the average reported cost of producing an LEQ ($1.62 in
SY 1987-88 and $1.67 in SY 1988-89). It is, however, somewhat
greater than the reported cost of producing an LEQ for the
average SFA ($1.43 in SY 1987-88 and $1.46 in SY 1988-89).

FOOD DONATION PROGRAM

The Child Nutrition Programs have historically acquired large
amounts of surplus agricultural commodities through the FDP.
This study obtained data on several aspects of FDP operations in
order to help FNS improve the program.

Buy American Provision. The Commodity Distribution Reform Act
of 1987 required that, whenever possible, school districts
purchase food products that are produced or manufactured in the
United States. Data from this study 1indicates that this
provision has not been well communicated to SFA managers.
Nearly half of those queried were not aware of this requirement,
with small and private SFAs particularly unlikely to know about
this provision. (This does not mean that SFAs are not
purchasing food items made with American agricultural products.)




Excess Commodity Inventories and Commodity Transfers. The
extent to which SFAs are maintaining excessive inventories of
USDA-donated commodities has been a long-term area of concern
for both FNS and the recipient agencies. Based on results from
the Year Two SFA Manager Survey, about one-fourth of all SFAs
were carrying more than a six-month supply of at least one USDA-
donated commodity during SY 1989-90. Excess inventories were
more likely to be found in public SFAs, large SFAs, low-poverty
SFAs, and those participating in both the NSLP and the SBP.

Seven specific commodities accounted for two-thirds of the
reported excesses: flour (20 percent of the SFAs with over six-
month inventories), peanut butter (11 percent), butter (11
percent), dates/raisins/figs (seven percent), honey (six
percent), oil (six percent), and nuts (five percent).

One way that SFAs can avoid excess inventories is by transfer-
ring commodities to eligible public or private, non-profit
organizations providing food assistance to low~income groups and
individuals (e.g., food banks, homeless shelters, soup kitchens,
etc.). In addition, SFAs are eligible to receive excess
commodities from these agencies. This transfer mechanism 1is
rarely utilized however, with only five percent of SFAs
transferring donated commodities to another recipient agency,
and about six percent receiving such transfers during SY 1989-
90. The amount of these transfers was generally small with
about two-thirds being valued under $500.

Commodity Processing. There has been some concern that SFAs
using processed end-products may not receive proper credit for
value of the donated commodities included in the processed
product., Beginning in SY 1989-90, program regulations require
that processors indicate, on the invoice, the value of USDA-
donated commodities contained 1in any processed end-product.
Forty-five percent of the SFA managers surveyed reported
receiving this information "all of the time.'" About one in four
managers reported that they never received this information.

Delivery Systems. In recent years, FNS has made substantial
efforts to develop new initiatives to reduce the cost of
commodity distribution and to improve the quality of services
received by SFAs. In particular, these efforts have focused on
using commercial distributors by combining the distribution of
commodities with deliveries of wholesale food purchases. Data
from this study indicate that SFAs have taken advantage of such
delivery systems. Fifty-five percent of SFAs receive donated
commodities from commercial distributors either alone or along

with purchased food items. Another 37 percent receive donated
commodities through a system arranged by their State
Distributing Agency -- either using a State-owned vehicle or
through a commercial carrier -- and 28 percent use their own

vehicles to pick up commodities from State-cwned or contracted
warehouses.
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State Agency—-Local SFA Interactions. In previous years, some
SFAs have expressed dissatisfaction with the level of services
received from their respective State Distributing Agents. By SY
1989-90, such concerns seem to have reached a very modest
level. In the vast majority of instances, SFAs are well
informed about delivery schedules and about the amounts and
types of commodities to be received. When asked their opinion
of the FDP in their respective States, most responded
positively. Seventy-eight percent of SFA managers rated
communications with State Distributing Agents as either
excellent or very good, and 71 percent rated the overall
performance of the commodity distribution system (in SY 1989-90)
as excellent or very good. About one-third of SFAs believe the
program has improved 1in recent years and that communications
with their State Distributing Agent have also improved. Only
three percent noted any worsening in recent years.

CHILD NUTRITION LABELING

Child Nutrition (CN) Labeling is a voluntary technical
assistance program that allows manufacturers, with appropriate
Federal inspection, to make claims about the contribution of
their products to NSLP and SBP meal pattern requirements. While
the CN Labeling Program appears to be popular among SFA person-
nel and food industry representatives, FNS has several
concerns. For this study, FNS requested information on SFA
managers' awareness of the CN Labeling Program, the extent to
which CN labels are required by SFAs, and SFA managers' opinions
about potential benefits of the CN Labeling Program.

SFA Managers' Awareness of CN Labeling. More than one-third of
SFA managers are not aware of the CN Labeling Program. Managers
of public SFAs, SFAs offering both the NSLP and SBP, and large
SFAs are most likely to be aware of the program. Managers of
large SFAs appear to be the most familiar with CN Labeling (90
percent), while managers in private SFAs appear to be the least
familiar with the program; only 37 percent of these managers
were aware of CN Labeling.

Proportion of SFAs Requiring CN Labels. Approximately two-
thirds of the SFA managers familiar with the CN Labeling Program
required CN labels for one or more eligible food products in SY
1989-90. This requirement varied across SFA subgroups. For
example, significantly more public SFAs require CN Labeling than
private SFAs (68 percent vs. 44 percent). Requirements for CN
labels are also more common in SFAs that offer the breakfast
program and in high-poverty SFAs.

14



Among SFAs that do require CN labels, 94 percent require labels
for meat or poultry products and 80 percent require CN labels
for seafood products. Less than half of the SFAs require CN
labels for non-meat products and juice drinks.

SFA Managers' Opinions About CN Labeling. The most consistently
held opinion about the benefits of CN Labeling is that it
ensures that processed food products will meet USDA meal pattern
requirements--90 percent of SFA managers agreed with this
contention. SFA managers feel almost as confident about the
ability of the CN Labeling Program to ensure standard food
portions--~81 percent of respondents agreed with this
statement. Both of these opinions match the intent of the CN
labeling program. However, the program does not address issues
of food quality, hence, it 1is surprising that half of the SFA
managers believe that CN labels ensure higher food quality, and
that 38 percent believe that CN-labeled products are
nutritionally superior to other products.

Forty-two percent of SFA managers agreed that CN Labeling allows
many vendors to bid for SFA business. However, only 22 percent
of managers agreed that CN Labeling allowed them to purchase
foods at lower prices. Once again, the program makes no claim
that it will affect food prices.

Overall, almost two-thirds of SFA managers rated the CN Labeling

Program as very important or important. However, thirty-five
percent of the SFA managers who were aware of CN Labeling
identified at least one disadvantage to the program. The

disadvantage identified by most SFA managers is that CN-labeled
products are more expensive (42 percent of those citing any
disadvantages--about 14 percent of all respondents) Twenty-two
percent feel that the program limits (rather than expands) the
choice of vendors available to them. Eleven percent cited the
fact that CN labels, in and of themselves, offer no guarantee of
overall food or nutritional quality. Finally, some SFA managers
(9 percent) feel that CN-labeled products are not readily
available or are "hard to get."

TECHNICAL ASSISTANCE

FNS provides technical assistance materials to SFAs as a means
of ensuring that programs operate effectively and efficiently,
that they comply with Federal regulations and policies, and that
nutritious, high-quality meals are served to school children.
FNS develops technical assistance materials and, through its
Regional Offices (FNSROs), provides technical assistance to
State Agencies. State Agencies are, 1in turn, charged with
providing technical and managerial assistance to local SFAs.

The Year Two Survey ineluded a 1limited number of 1items

specifically designed to obtain feedback on four recent
commodity-related technical assistance materials: 1) the
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